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STAFF A(IKN()WLEl)GMENT

The StalTRcport fOr El'(()R Water Arizona. Inc. (Docket No. W0-0l 803A-"Z-()"'6~i) was

the responsibility of the Stallmembers listed below. Vicki Wallace was responsible for the overall

review and analysis olthe Companys application and preparation of the l)ivisions Stall Report.

Abdul Abdulrahim was responsible fOr the engineering and technical analysis. Luis Carranza was

responsible br the financial and accounting analysis. Lori Miller. Geographic InfOrmation

Specialist. was responsible for geographic information and mapping from information available.
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EXECUTIVE al "MARY
OF

Vl(Kl \VALLA(E
EPCOR wArt-:lt \RIZ()NA, INC.
DOCKET no. w -01303A-22-0264

On ()ctober 13. 2022. lPC(.)R Water Arizona. Inc. ("IP(OR" or "Company") lilcd an
application with the Arizona Corporation Commission ("ACC" or "Commission") fOr approval of

a limited Certilicatc of Convenience and Necessity ("C(8;N") and tariff to provide standpipe
water service to the Rio Verde Foothills Community ("RVlC").

The RVFC is roughly located north of' McDowell Mountain Regional Park. beuveen North
86th Street and North l7"nd Street. an unincorporated area of Maricopa County. northwest of

Fountain lulls. Currently. this area has no service provider tor water. The RVFC was developed

as a "dry lot" community which the Arizona Department of environmental Qualitv ("AI)lQ")
defines as a development or subdivision without a central water distribution system. FPCOR filed

this application to indicate its willingness to assist in what has been identified as an emergency

situation br RVFC residents who have lost the ability to utilize hauled water from a standpipe
provided by the City of Scottsdale (Scottsdale") fOr residential purposes.

In August of 2071. the Bureau of Reclamation declared the first Tier l shortage on the
Colorado River System. effective for 2022. In response. Scottsdale activated Stage One of its
Drought Management Plan which essentially shuts down Scottsdales commercial and residential
till stations or restricts water that is not being supplied Ur hauled directly to a Scottsdale resident

or business. In October °0"l. the RVl(` was notified that starting January l. 7098. Scottsdale
would no longer allow non-citv residents to utilize the Scottsdale standpipe which is the primary

standpipe available fOr RVFC residents to use Tor personal use.

:C

As a result. the A(.( opened an inquiry docket (Docket No. W-OUOOOA-"Z-(1l 94) in .Iulv

of °()°'>. seeking input lrom the RVFC on possible options fOr providing water service to the
f{Vl(. On August 16. v()')>. the Utilities Division docketed a letter that was sent to all regulated
Class A water utilities and other interested water providers/entities advising of the situation and

seeking input. EPCOR subsequently tiled the current application seeking a limited LC&N to
area under certainaddress an emergency situation by providing standpipe service to the RVl

conditions.

lPCOR indicated that it believed the Company was in a position to pursue a solution fOr
the RVF( residents in the longer term. and to that end. intends to explore several options. including

potentially acquiring or leasing property within. contiguous. or in close proximity to Rio Verde
Utilities Inc.s ("Rio Verde Utilities") water district service territory.

V PCOR proposes that the rates to be charged fOr the standpipe be established at $"().t)0 per

l.()()() gallons. The Company lurther proposes that the RVFC standpipe be consolidated with
lP(()Rs Sonorant Water District. and that the proposed rate be suhieet to true-up alter the final

costs are known or consolidation occurs.



Although the Company was unable to provide cost estimates and final infrastructure and
water source infOrmation. StalT recognizes the unique circumstances of this case. The Company

indicated that siting and design of the facilities nill be undertaken upon Commission approval of
zu standpipeCC&N. because EPCOR cannot invest substantial resources in siting and design until
it has certainty that it has authority to provide the service requested. TherefOre. Stals finds the

requested CC&N for standpipe service is in the public interest. and FPCOR is a lit and proper
utility company to provide that service.

con(:1.1Is1ons

StalT makes the allowing conclusions:

I. lP(OR has a significant history otellectively operating utilities in Arizona. Stall
believes that FPCOR has the linaneial. technical. and managerial ability to provide

the proposed standpipe service.

1 Adequate inlbrmation does not currently exist jin Staff to recommend a January l.
2024. cutoff date. and therefore. StafT concludes that El'C()R should provide
standpipe service to all customers in the CTC&N area identified in Stallls
Engineering Map. Exhibit l. regardless of when their homes were constructed.

3. ()nce EPCOR has identified a source of water supply and l"xcilities and can show
an inability to serve a specific set o1 potential RVFC standpipe customers based on

that data. EPCOR may apply. in this docket. tor any prescribed limitations at that

time.

4. Although Staff is tunable to determine the reasonableness of the proposed $70.00

per l.00() gallons rate at this time. Staff believes l"P(ORs proposed true-up
provision provides the Companv and the RVFC the opportunity to resolve any
potential under- or over-recovery of actual cost of service. lherelOre. StalT is not

opposed to the Commission authorizing the Companys proposed standpipe rate of

$°0.00 per l.0()0 gallons and recommends a cost-ol-service analysis be conducted
once actual costs of installing and operating the standpipe become known and
measurable. fOr true-up of over- or under-recovery of costs.

5. Staff does not recommend consolidation of the RVFC standpipe service with the

Sonoran Water District outside the context ola rate case.

6. Staff does not have adequate information to make a determination as to the
reasonableness of the project costs of construction timelines.

7. Costs identilicd are true estimates with little to no infOrmation beyond generic
knowledge regarding tater lacilitv construction costs.



RECOMMENDATIONS

Although the information to make a conclusive determination on infrastructure. costs. etc..

is not currently available. Stalll̀  recognizes the emergency nature and urgency of this application.

Additionally. StatT is not aware of any other company or party that has proposed a solution to the

ACL to provide water service to the RVFC. Statl therefore recommends that the CC&N be

approved fOr standpipe service to the lilll C(l&N area described in Stallls I engineering Map.
Exhibit I. with the fOllowing conditions:

1. EPCOR he required to charge the proposed rate ol$°().()0 per $1.000 gallons and

tile the revised terms and conditions of service as recommended in this Report.

'7 FPCOR be required to provide the estimated revenue and expenses fOr the first live

years. fOllowing approval of the application. no later than 18 months alter the
Decision in this matter.

3. FPCOR be required to provide the estimated value of the Companys utility plant
in service Tor the first live years following approval of the application no later than

18 months after a Decision in this matter.

4. EPCOR conduct a cost-otlservice analysis once actual costs of installing and
operating the standpipe become known and measurable. for true-up of over- or

under-recoverv ollcosts.

5. Ll'C()R tile evidence of receipt of the required county/citv lranchise agreement. as

a compliance item in this docket. within I" months of the Decision iii this docket.

6. Stall recommends that consolidation of the standpipe C(&N with the Sonoran
Water District be denied. and that the request be made within the context of the

next Sonoran Water District rate case.

7. EP(()R tile a complete description of the facilities constructed. including an
engineering report with specifications in sufficient detail to describe the water
system und the principal components olthe water system (i.e.. source. storage. etc.)
and vcrilication that the requirements of the Commission and the ADIQ are met

within iv months of a Decision in this matter.

8. EPCOR file the estimated total construction cost of the proposed oll-site and on-

site licilitics. including documentation to support the estimates. and an explanation

of how the construction will be financed within iv months of a Decision in this
matter.

9, EPCOR file an Approval to Construct tor the proposed facilities that will he
installed within 18 months olthe I)eeision in this matter.



10. EPCOR file a copy of Physical Availability Determination. Analvsis olAdequatc

Water Supply. or Analysis of Assured Water Supply issued by the Arizona
Department olWater Resources ("ADWR") within I" months ola Decision in this

matter.

I I . Once infOrmation becomes available regarding a source of water supply and
facilities fOr the RVlC. and actual ligules of demand are known. lP(()R may file
fOr reconsideration of any cut-ollldate it believes is justified in this docket.

I>. Stals l`urther recommends that EPCOR explore the possibility of providing
traditional water distribution service in the luture should the need be established.

and lhcilities and water sources are available to support such an endeavor.

13. Stals l̀ urther recommends that the Commissions l)ccision granting this C(&N to

EPCOR be considered null and void. alter due process. should EPCOR l"\il to meet

Condition Nos. ". 3. 5. 7. 8. 9. and I() within the timelines specified or any other

condition listed above.
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INTER()l)llCTI()N

()n October 18. 20"". FP(()R Water Arizona. Inc. ("lP(()R" or "Companv") tiled an
application with the ArizonaCorporation Commission ("ACC" or "C`ommission") tor approval of
a limited Cenilieate of Convenience and Necessity ("CC'&N") and tarill to provide standpipe
water service to the Rio Verde Foothills Community ("RVFC").

The RVFC is roughly located north olMcDowell Mountain Regional Park. between North

l 36th Street and North l 7"'nd Street. an unincorporated area of Maricopa County. northwest of
Fountain lulls. Currently. this areahasno service provider tor water. The RVl( was developed
as a "did lot" community which the Arizona l)cpartmcnt of environmental Qualitv ("AI)lQ")
defines as a development or subdivision without a central water distribution system. EPCOR tiled
this application to indicate its willingness to assist in what has been identified as an emergency

situation tor RVFC residents who have lost the ability to utilize hauled water lrom a standpipe
provided by the City of Scottsdale ("Scottsdale") br residential purposes.

lots in the Rio Verde Foothills area.

Stallls engineering Map. Exhibit I. depicts the area described as the Rio Verde Foothills.

Staffs Fnginecring Map was prepared utilizing the general map provided by EPCOR as well as

plottingcurrent property owners

The existing CC&N rules bund in Arizona Administrative Code ("A.A.C.") Rl4-°-
407(B)(5) specilicallv detail the inlbrmation necessary fOr determining sufliciencv tor a CC&N
application. Given the unique circumstances surrounding water service to the residents olRVFC.

EPCUR tiled £1 request to waive certain sulliciencv requirements contained in A.A.C. Rl4_7_
400(B)(5). On. November "l. ')()>) the Commission issued Decision No. 78771. which approved

a waiver of certain sulticiencv requirements contained in A.A.(.. R I 4-7-40°(B)(5). On November

14. 2027. Staff filed its Sufficiency Letter indicating that the application had met the applicable
sullicieney requirements olA.C.(. Rl-l-7-407tB)(5) as modified by Decision No. 78771.

tB \CK(lR()UNI)

FPCOR is a Class "A" fOr-profit Arizona public service corporation and is in good standing

with the AC("s Corporations Division. FPCOR is the largest private water provider in Arizona
and delivers water and wastewater service to more than 650.000 people including service to
municipalities and unincorporated areas of Maricopa. Mohave. and Pinal Counties. lP(()Rs
current water rates were approved in Decision No. 78489 issued Februarv l. 7027. and l)ecision

No. 78546. issued April 78. 7077. VPCOR is a wholly owned subsidiary of fP(()R USA. Inc.
Both the water and wastewater utilities have been determined by the ACC to be lit and proper
entities to provide such services. l.PC()R filed this application to indicate its willingness to assist

in what has been identified as an emergency situation for RVFC residents who have lost their
ability to utilize hauled water from a standpipe provided by Scottsdale fOr residential purposes.

in August of "()7 l. the Bureau of Reclamation declared the first Tier l shortage on the
Colorado River System. elective for 7077. in response. Scottsdale activated Stage One of its
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Drought Management Plan in the same month which essentially shuts down Scottsdales
commercial and residential till stations or restricts water that is not being supplied or hauled
directly to a Scottsdale resident or business. In October *O* l. the RVFC was notified that starting
.lanuarv l. "0"3. Scottsdale would no longer allow non-citv residents to utilize the Scottsdale
standpipe which is the primary standpipe available fOr RVFC residents to use fOr personal use.

la

As a result. the ACC opened an inquiry docket (Docket No. w-00000A-°°-0194) in .lulv

0120°2. seeking input lrom theRVFC on possible options tor providing water service to the RVFC
once water hauling services were terminated at the end of )(p'). On August 16. °0"". the Utilities

Division docketed a letter that was sent to all regulated Class A water utilities and other interested

water providers/entities advising of the situation and seeking input. PC()R subsequently tiled
the current application seeking a limited CC&N to address an emergency situation by providing

standpipe service to the RVFC area under certain conditions.

potentially acquiring or leasing property it fin. contiguous. or in close proximity to Rio Verde

EPCOR indicated that it believed the Company was in a position to pursue a solution fOr

theRVFC residents in the longer term. and to that end. intends to explore several options. including
1 w

Utilities Inc. s ("Rio Verde Lltilities") water district service territory. EPCOR may need to
construct separate facilities (including a well. storage tank. system control and data acquisition.

possibly arsenic treatment facilities. and the station itself) that would be accessible to water haulers

who would then haul water to residents in the RVFC area. and br those particular residents with
hauling equipment.

lPCOR further requested. as part of this application. that the ACC approve luture
consolidation of standpipe service with l:l'C()Rs Sonoran Water District or other consolidated
district at the conclusion of that entitys next rate case. in addition. EPCOR requested that the
ACC order. as a part of this docket. the pertbrmance of a cost-ol-service analysis to ensure the

opportunity br lP(()R to recoup its investment. and prevent under or over-recovery. similar to
what was requested and approved fOr the Desert lulls and New River Communities in Docket No.

W-0 l 303A-I 7_08*76.

(21/rw Relevant Baclqqrotnul I/1/brmurimi

In anticipation olScottsdales standpipe restriction. some residents olthe RVFC attempted

to form a Domestic Water Improvement District ("DWID") to secure an alternative water supply.
The Maricopa County Board of Supervisors ("Board") voted against the lbrmation of the DWII)

on August 3 l . 702"'. On September 20. "022. two homeowners of the DWID appealed the Boards

vote not to create a DWI l) to serve the RVFC with the Maricopa Countv Superior Court ((ourt").
()the pleadings were filed in this docket and the Court held oral arguments on lebruarv 8. "073.

The Court subsequentl_v look the matter under advisement.
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In EPCORs Response to Motions. tiled in the Docket on Januarv ~l. >()'>8 I PCOR
indicated that the outcome of the lawsuit likely would not ailect the Companvs application
because even itthe Court reverses the l3oards decision. the outcome of the DWID is uncertain.'

In response to Staffs inquiry to the l)wll) on its application to the Board. the DWID
provided Stall with detailed cost inlimrmation of a complete standpipe water system to provide
water service to the RVFC. StalThas presented that preliminary information in Table > olStattls

Engineering Report to help infOrm relevant parties of the potential costs associated with delivering

standpipe water service to the RVlC.

l'R()l'()SEI) STANDPIPE SERVICE ANI) pnorosnn OPTIONS

PCOR proposes to establish a certificated service territory to provide standpipe water12

service onl_v to the unincorporated RVlC area fOr all houses built no later than .lanuarv l. °0"4. as
described in the fOllowing options. The options EPCOR has proposed tall along a continuum of

cost effectiveness. lrom least expensive to most expensive. lt is important to note that the first two
options can only occur with agreement lrom Scottsdale. Upon tiling the application. l'l)C()R was

waiting fOr direction from Scottsdale on whether the City would negotiate an agreement with
12pC()R.

into anv agreements with `.P(()R fOr use of Scottsdale s standpipe or system. There has been a
As of tiling this report. it is Staltls understanding that Scottsdale has not offered to enter

. I .
proposal made by Scottsdale. to Maricopa County. to provide water to the RVFC area through an

intergovernmental agreement. but the proposal was rejected by Maricopa Countv Supervisors on

March 3. 20"3.

()/7Ii(m I Ulili:uliw1 0/ScuII.v¢lule .v livisli/1.9 .Stzvlem um/ SIcu1¢0>i/re

The first Scottsdale option would involve l€PC()R offering standpipe service using
Scottsdales existing standpipe. linder this option. EPCOR would bring new water to Scottsdale.

Scottsdale would treat that water and wheel it through its system to the standpipe. FPCOR
customers (through water haulers) would then take water lrom Scottsdales standpipe. lPCOR
would change those customers based on information received lrom Scottsdale and would
separately pay Scottsdale fOr the treatment and wheeling services provided by Scottsdale.

This option would be the most cost-el"1ective option fOr the residents olthc RVFC. Little

to no additional facilities would need to be built fOr this option. and it would be included as
expenses as opposed to capital costs. Fl'CORs cost Tor the use of Scottsdalels infrastructure and

standpipe is estimated to be approximately $I 00.000 as relCrenced in Table l of Statlls
Fngineering Report.

t Sue Response to Motions at 7
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Option 2- Use 0/Scnllxtlu/L' iv .v.\.v1em um/ new EF( UR Slumlpi/n'

charge customers br water. A site fOr the standpipe has vet to be identified by EPCOR.

This option relies on utilizing Scottsdales treatment and distribution svstcm. llowever.
the standpipe and main required to serve the RVFC urea would he constructed and installed by
EP(()R thus eliminating the need tor facilities such as tanks and wells. liP(()R would reimburse

Scottsdale fOr wheeling and treatment and. based on infOrmation received lrom water haulers.

. The
estimated cost tor EPCOR to provide service under this option belbre accounting for the cost of

water would be $1 to $1.5 million, with the range determined by the length olthe water main.

('on.vlrucliun of a I\¢'u Slmnhri/Je ¢.nI1Ilecletl to Rio I turtle Utilities. Inc..\ Evixlizzg()/uiun 3

Stzvlem

This option involves connecting a newly constructed standpipe to Rio Verde Utilities
distribution system. possibly avoiding a need fOr construction of a separate storage tank. I lowever.
building a new standpipe in the Rio Verde Utilities area would necessitate equipping an existing

well with new arsenic removal l̀ acilities and replacing aged water main sections that are currently

incapable of handling additional flows. As with prior options. EPCOR would bring new water to
the Rio Verde Utilities system and replenish. gallon tor gallon. any water pumped from this well.

lP(()R has not _vet identilicd a site br where this standpipe and well might be located. EPCOR
estimates the cost Igor this approach to be over $6 million before accounting fOr the cost of water.

()pli(m -I /3uil4l .Slumlulom' .Shim/pi/fe in llze Rio I eric FooIl1i//.v .l/cu

This last approach would be the most expensive option Tor FPCOR to pursue because it

involves building a standalone standpipe. EPCOR would drill a new well. add £lI1\ necessary
treatment. and construct a standpipe. Because these facilities would not be connected to a
distribution system. EPCOR would need to also build a separate storage lacilitv. EPCOR has not

identified a site for where this standpipe and well might be located. and the estimated cost for
EPCOR to provide service before accounting fOr the cost of water would be $10 million.

4 /()Tlll8R RVF(` WAT[~;R SlR\ ICE (ONS1NERAT1ONS

l<:PCOR advised that the estimated cost to provide traditional water distribution service and

construct a water distribution system would exceed $140 million and lPCOR has indicated that

the Company is not considering or proposing this action. lP(l()R is only seeking to make
standpipe water service available to certain customers in the RVFC area who otherwise may not

have access to water.

FPCOR is proposing a limited C(l&N fOr standpipe water service to RVFC and believes it

will have adequate resources to provide standpipe service Io the RVFC fOr those who have
constructed homes by .lanuarv l. "0°4. uivcn the current demands noted by infOrmation received

lrom Scottsdale. (liven the constraints with procuring water resources. 1:p(()R indicated that it
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may not be able to proceed with an open-ended obligation without any geographic and temporal
limitations.

The source of water fOr the standpipe water service will likely he a combination of
groundwater and surface water through various wells that may be the subset of one or more
agreements. EP(l()R stresses in this application the proposed standpipe water service will not
impact the water resources and availability br current and luture customers within Rio Verde
Utilities C ( & N area regardless of the water source. The purpose tor the standpipe will be tor

residential water use only. and not fOr the purposes of irrigating gollcourses. ornamental lakes. or

other aesthetic water features.

FRAN(lllSE

Fvery applicant tor a C ( & N is required to submit to the Commission evidence showing
that the applicant has received the required county and/or eitv franchise authorizing the use of

public roads or lands to construct. install. operate. and maintain a water and/or wastewater system.
lPCOR indicated that it would be seeking the required franchise once a service location was
identified. StalT recommends that evidence of receipt of the required eountv/citv tranchise
agreement be filed. as a compliance item in this docket. within 12 months of the Decision in this

docket

Rl§QtESTS FOR SERVICE

Typically. a request fOr service is fundamental in determining whether a need fOr a C(&N

exists. in this case. it is evident due to the nature of the docket and public participation therein
that there are ample requests for the standpipe service being proposed by EPCOR and thus. this

requirement is satisfied.

x 4W \TER SYSTEM nl2S(R1PT1ON ANI) ANALYSIS

Currently. there is no EPCGR water infrastructure serving the RVFC. Further. EPCOR
estimates the current RVl( annual water use appears to be l 50-acre feet or 48.87°/.()00 gallons.

Table 3 in Staffs Engineering Report. Exhibit '>. provides actual water use in the RVl"( area from
"0 l 9-20" l

In response to a Staff data request regarding lacilities required to serve the RVF(. FPCOR

outlined the potential facilities required. and Staff tabulated potential l"1cilities required and actions
necessary to support each of those alternatives in Table > of Staffs Fngineering Report.

Staff will typically project a system's customer growth using regression analysis on data

submitted to the Commission in a Compan\ls annual report; however. because a C(&N does not

exist for the RVl"(. Staff cannot project this infOrmation. Based on EI'C()Rs application. the
Compact proposes to limit standpipe use to only those residents within the area whose homes are

constructed on or befOre .lanuary I. "0°4. l$l'C()R explained that homes built after the proposed
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Based on Stall s discussion with
serving approximately

cutotT date would be tree to pursue other options for the provision of hauled water. or to drill Ll

well and provide service to themselves upon approval by anv required city. county. or state entities.

The cutoll date was proposed because EPCOR had expressed concern over procuring water
resources outside of the projected l50-"00 acre feet the RVl( will utilize. FPCOR teh that the
January l. 7024. cutoll date would ensure only residents affected by Scottsdales termination of
standpipe service on January l. 2023. would have access to l'P(ORs standpipe. In its
Application. FPCOR indicated that it does not have an estimate of the number of residential
customers that will actually utilize standpipe water service. `
ll'C(.)R and Scottsdale. Staff estimates Scottsdale standpipe is currently

500- l .000 customers.

Due to the lack of infOrmation surrounding the inlrastructule required to serve RVFC.
construction costs, and water availability. Staff cannot determine the reasonableness of the
projected costs or construction timeline or the reasonableness of the proposed January l. >0 vi

cutoff date discussed in other sections of this report.

"C

EPCOR indicates that siting and design of the necessary facilities will be undertaken upon
ACC approval of a standpipe CC&N as IFPCOR must have some eertaintv it has the authority to

provide the service requested belbre it can invest substantial resources. El'C(.)Rs preliminary
evaluation has identified a preferred band of potential sites "outside or on the margins of ll)(()Rs

existing Rio Verde Water CC&N service area that are near lPC()Rs existing Rio Verde Water
distribution system" but outside the current CC&N so as not to generate additional water hauling

traffic within the RVl .

Further in its Application. the Company states that the total construction costs of the
proposed on-site and old-site water facilities will be at least $6 million not including land
acquisition. lhc Company projects total costs to be as high as $12 million depending on build-
out. The Company cannot provide a precise timeline because alternative solutions continue to be

explored. In response to Staff data requests. the Companv indicated that the timelrames are
expected to be within the 74 to 36-month period noted in the application. The Company further

provided an estimated timeline of l W to 18 months fOr land acquisition. design. permitting. utilities

and another I" lo 18 months fOr procurement and construction. Without knowing what facilities
must be constructed. Staff does not have adequate information to make a determination as to the

reasonableness olthe project costs or construction timelines.

StalTrequested the Company provide the cost of constructing a Tull distribution salem that
would provide traditional water service lo the RVFC residents based on the rationale that a long-

term solution is needed. In response to StalT data requests. the Companv indicated the cost of

constructing a water distribution system and providing traditional service could exceed Sl-i0
million.
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H blur A ruiluhi/i{\

Customers of Rio Verde lltilities have expressed concern over potential utilization of Rio

Verde Lltilities water due to low water supplies. l"l)(OR in its December 7. °0". tiling stated
that any water used by RVFC will be replenished gallon tor gallon by obtaining existing effluent

Long-lerm Storage Credits within the Active Management Area. Staltls Fngineering Report.
Exhibit 2. explains in detail how the replenishment would occur.

Engineering R(.'L()llllNL'l1lI(ll i()l1.Y

Based on the analysis available and included in the lngineering Report. Exhibit > Stals
recommends approval of a CC&N br standpipe service. contingent on the submission of the
intimation outlined below:

l . EPCOR tile a complete description olthe facilities to be constructed. including an

engineering report with specifications iii sullicicnt detail lo describe the water
system and the principal components of the water system (i.e.. source. storage. etc. )
and verification that the requirements of the Commission und ADEQ are met within

I" months of a Decision in this matter.

2. EPCOR tile the estimated total construction cost of the proposed oitSite and onsite

Facilities. including documentation to support the estimates. and an explanation of
how the construction will be financed within l 7 months ola Decision in this matter.

1
J. Fl'C()R file an Approval to Const1uct tor the proposed facilities that will be

installed within 18 months olthc Decision in this matter.

-l. lP(()R file a copy ola Physical Availability Determination. Analysis otAdequate
R within l"Water Supply. or Analysis of Assured Water Supply issued by ADW

months ola Decision in this matter.

FINANCE OF FACILIT IES

The proposed l"1cilities will be funded through existing debt/equitv linztncing because this

is not the typical type of extension of facilities into new developments and is tor standpipe service.

4 I .
r rsTAnnl>ll>r1 R \ rl- s \1\ l) T \RIFFS

PV()/)()S('([ RUIUA

ye
lPCOR proposes that the rates to he charged tor the RVFC standpipe be established at a

Hat volumetric rate ol$°0.0() per 1.000 gallons. The Company turther proposes that the RVI
Standpipe be consolidated with VP(()Rs larger Sonoran Water District (or its successor district)

at the conclusion olits next rate case. and that the rate be subject to true-up alter the final costs are
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known or consolidation occurs. The Company contends that its requested ordering paragraph is

necessary to mitigate the financial impacts of being unable lo 1ullv recover its capital investment
in the proposed standpipe in the event that many residents of the RVlI( opt not lo take service

from EPCOR. Financial information normally required in approving a new C`C&N was not
provided to StalT. Therelbre. StalT based its analysis on infOrmation available through the initial

application and subsequent data requests.

assumptions such the ability to build 011 existing infrastructure.

Because this is a request f`or a C`C&N fOr standpipe water service only. the Company
provided support fOr the $"0.00 per l00() gallons rate assuming an original cost rate base of $4
million. cost of land acquisition ol$l million. and rate of return of 6.67 percent. Including all

relevant expenses. the total annual revenue required is $094.845. and with the estimated annual

usage ol48.877.640 gallons. the result is $20.35 per l.00() gallons (see Schedule LAC-I in Stallls
Finance and Regulatorv Analvsis "FRA" Report. Fxhibit 3). This calculation is based on certain

as ll lP(()R needs to build
standalone infrastructure. the costs could be much higher.

Although StalT is unable to determine the reasonableness of the $°().00 per l.00() gallons

rate at this time. StalTbelieves l~l)C()Rs proposed true-up provision provides the Company and
the RVFC the opportunity to resolve any potential under- or over-recovery of actual costs of
service. Therelbre. StalT is not opposed to the Commission authorizing the Companvs proposed

standpipe rate of $70.00 per 1.000 gallons. Staff recommends that a cost-of-service analysis be
conducted once the actual costs of installing and operating the standpipe become known and

measurable and br true-up olovcr- or under-recovery otcosts.

( onsnlirlallirm

The issue of whether consolidation is appropriate is typically analyzed within the context

of a rate case. where all relevant facts and evidence are presented. and StalT can arrive at a well-

inlbrmed recommendation. Furthermore. Stals notes that l7P(()Rs proposal in this proceeding
relates to the approval of a new and separate CC&N for a distinct customer class outside of the

existing ecrtilicated service territories olthe Sonoran Water District. Stallalso notes that EP(()R

is not proposing to extend the existing Sonoran Water l)istriets C(&Ns to the area requested in
this application. Because FPCOR is not requesting to consolidate the existing Sonorant Water

l)istrict C(&Ns with the proposed standpipe C(8;N in this docket. Staff does not believe it is
appropriate to address potential consolidation at this time. In addition. the Customers of the
Sonoran Water District could potentially be impacted by consolidation and are unaware of this

request and may not be parties to this case. Thus. Stalldoes not recommend approval oll f'C()Rs
request pre-authorizing that its proposed standpipe C(&N in this case he consolidated with the

larger Sonoran Water District at the conclusion otthe next general rate.

I'mpn.\u(l T2lr1ffi

FPCOR initially provided its proposed standpipe tarillin its Application lilcd October l-l.
>0.>'>. Pursuant to discussions with Staff. the Companv provided a revised tarill showing revised
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terms and conditions on March 8. °0"3. to reflect the changes discussed in its supplemental
response to a StalTdata request. The nine provisions of the proposed revised tarilT are detailed in

Stallls FRA Report.

StalT recommends approval of the Standpipe tariff with the revised terms and conditions
of service as presented by StalT in Exhibit 3.

CUSTOMER SERVICE

According to the Consumer Services database as of the date of March 7. '0°3. there were

approximately 370 opinions tiled with the Commission: "OS in support olthe application and l*)0

opposed to the application.

EP(IORs complaint data for all water and wastewater districts. fOr the last three years.
revealed a total of nine com faints thus jar in "023: 68 com plaints br °0°°; 8° com faints fOrI
20" l : and 24 complaints for 7020. All but lour of these complaints have been resolved and closed.

l 'l lBl.I(. INTEREST

Although the Company was unable to provide cost estimates and final intrastructurc and

water source information. Staff recognizes that this is due to the unique circumstances olthis case.

StalT recognizes that this endeavor is in its initial stages and that the Companv is going above and

beyond to Lind solutions tor a community lacing a water crisis created be development that lacked

Zll1\ centralized water distribution system planning. lherelOre. Staff finds the requested C(&N
for standpipe service is in the public interest. and FPCOR is a tit and proper utility company to

provide that service.

COMMISSIONER QUESTIONS

On February - "0°3. (.ommissioner Mvers tiled a letter in the docket to the parties7

indicating his questions regarding the various positions olparties on matters olconcern. The first

three questions are addressed to lP(OR and Interveners. The fourth question addressing all
parties requested in part "...what are other actions the Commission could take. other than
approving consolidation. that would provide FPCOR the certainty that it will recoup its investment

related to providing standpipe water service to the Rio Verde Foothills Communitv""

StalT notes that Arizona regulated utility companies are not guaranteed recovery of plant

investment. Instead. a public utility is allowed the opportunity to cam a return on its investment.
Staff docs not believe that consolidation is appropriate iii this case as regulatory treatment olthe

water liteility should be deterred until a future rate case. Il consolidation is not determined through
a future rate case. then the standalone costs of the standpipe would be the responsibility of the

ratepayer.
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C`()NCLUSl()NS

StatT makes the following conclusions:

I . FPCOR has a significant history of ellectivclv operating several utilities in
Arizona. Stall believes that EPCOR has the financial. technical. and managerial
ability to provide the proposed standpipe service.

2. Adequate information does not currently exist for StatTto recommend a .lanuarv l.

"024. cutolT date. and therelbre. Staff concludes that l1'£()R should provide
standpipe service to all customers in the CC&N area identified in Statlls
Engineering Map. Exhibit l. regardless ol\vhcn their home was constructed.

3. Once FPCOR has identified a source of water supply and facilities and can show

an inability to servenu specific set of potential RVFC standpipe customers based on

that data. FPCOR may apply. in this docket. fOr any prescribed limitations at that

time.

4. Although Staff is unable to determine the reasonableness of the proposed $70.00

per l.()00 gallons rate at this time. Staff believes lPCORs proposed true-up
provision provides the Company and the RVFC the opportunity to resolve anv
potential under- or over-recovery of actual cost of service. TherelOrc. StalT is not
opposed to the Commission authorizing the Companvs proposed standpipe rate of

$°0.00 per l.0()0 gallons and recommends a cost-of-service analysis be conducted
once actual costs of installing and operating the standpipe become known and
measurable and for true-up of over- or under~recoverv of costs.

5. Staff does not recommend consolidation of the RVFC standpipe service with the

Sonoran Water District outside the context of a rate case.

6. Staff does not have adequate inlbrmation to make a determination as the
reasonableness of the project costs or construction timelines.

7. Costs idcntilied are true estimates with little to no infOrmation beyond generic
know ledge regarding water lacilitv construction costs.

.lRECOM M re l)A1l( )NS

Although the information to make a conclusive determination on infrastructure. costs. etc..

is not currently available. Stall recognizes the emergcncv nature and urgency olthis application.

Additionallv. StalT is not aware olanv other company or part that has proposed a solution to the
ACC to provide water service to the RVFC. Staff therelbre recommends that the C(&N be
approved fOr standpipe service to the Tull C(&N area described in Stallls Engineering Map.
Exhibit l with the lOllowing conditions:
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I. FPCOR be required to charge the proposed rate of $"0.00 per $1.000 gallons and
tile the revised terms and conditions of service as recommended in this Report.

'> FPCOR be required to provide the estimated revenue and expenses tor the Iirst time

years. Iiillowing approval of the application. no later than 18 months alter the
Decision in this matter.

3. EPCOR he required to provide the estimated value of the Companys utility plant

in service fOr the Iirst live _years IOllowing approval olthe application no later than
18 months ater a Decision in this matter.

4. FPCOR conduct a cost-of-service analysis once actual costs of installing and
operating the standpipe become known and measurable and fOr true-up of over- or

under-recovery of costs.

8. EPCOR tile evidence olreceipt of the required county/city lianchise agreement. as
a compliance item in this docket. within I" months of the Decision in this docket.

6. Staff recommends that consolidation of the standpipe CC&N with the Sonoran
Water District be denied. and that the request he made within in the context of the

next Sonoran Water District rate case.

7. FPCOR tile a complete description of the facilities constructed. including an

enulneering report with specifications in sufficient detail to describe the water
system and the principal components of the water system (i.e.. source. storage..
etc.) and verification that the requirements of the Commission and the ADEQ are

met within l"' months ola Decision in this matter.

8. FPCOR tile the estimated total construction cost of the proposed oll-site and on-

sitc t"lcililies. including documentation to support the estimates. and an explanation
of how the construction will be financed within 12 months of a Decision in this
matter.

9, EPCOR tile an Approval to Construct for the proposed facilities that will be
installed within 18 months of the Decision in this matter.

IO. FP(()R tile a copy of a Physical Availability Determination. Analysis otAdequatc
Water Supply. Ol Analysis of Assured Water Supply issued by ADWR within Iv
months of a Decision in this matter.

l I Once infOrmation becomes available regarding a source of water supply and
facilities fOr the RVFC. and actual ligules oldemand are known. 1IP(()R mar tile
Tor reconsideration of and cut-offdate they believe is iustilied in this docket.
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I>. StulT further recommends that El'(()R explore the possibility of providing
traditional Walter distribution service in the luture should the need be established.

and lhcilities and water sources are available lo support such an endeavor.

la. StallT further recommends that the Commissions Decision grunting this C(&N to
lP(OR be considered null and void. alter due process. should VPCOR l"iiI lo meet

Condition Nos. 2. 3. 5. 7. 8. 9. and I() within the limeiramcs specified or any other

condition listed above.



EXHIBIT I

MEMQBAMQMM

To: Vicki Wallace
Fxccutive Consultant Ill
Utilities Division

FROM : Lori H. Miller

GIS Specialist
Utilities l)ivision

DATE: lebruarv 28. 2023

RI: IN T1 IF. MATTER OF Tllr= APPLICATION OF EPCOR WATER ARIZONA.
INC.. AN ARIZONA CORPORATION: ( I ) FOR APPROVAL UF ITS

PROPOSFI) SlANDl)lPE WATFR TARIFFL AND (2) FSTABLISHMENT OF A
CERTIFICATIF or CONVFNIFNCF AND NECESSITY FUR STANDPIPE
WATFR SERVICE ONLY TO Tl IE Rl() Vl"RDE FOOTIIILLS COMMUNITY.
(OOCKET no. W-0 I 303A-22-0264 )

The area depicted in green on the attached map appears to be the entire Rio Verde Foothills

area based on the documentation provided to StalT.
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EXHIBIT 2

1 4MLMQBAEQQM

T() : Vicki Wallace
Executive Consultant Ill
Utilities Division

FROM: Abdulqahur Abdulrahim
Utilities Engineer
Utilities Division

DATE: March IO. 7028

Ref : IN THE MA1"11TR OF 1l nr APPLl(All()N OF EPCOR WATFR ARIZONA.
inc.. AN ARI/()NA C()RP()RATlON: ( l ) FOR APPR()VA1 OI ITS
PRDPOSED STANDPIPF WA1I:R TARIFF: AND (>) ESTABLISHMFNT OF A
CIiRllFI(AIE ()1: C()NVENlFN(l8 AND NFCESSITY FOR gIANDI>1p[:
WATER SFRVICF ONLY T() THE RI() Vi=RDE FOOTI IILLS COMMUNIlY.
(DOCKET N(). W-0l 303A-22-0"64)

INTER()l)UCTl()N

On October 13. 2078. EPCOR Water Arizona Inc. ("EPCOR" or "Company") submitted
an application to the Arizona Corporation Commission ("ACC" or "Commission") fOr approval to

establish a Certilicate otConvcnicnce and Necessity ("CC&N") to provide standpipe water service

only to the Rio Verde Foothills Community ("RVFC") and approval of its proposed standpipe
water Tarill.

EPCOR is a Class A water utility that provides public utility water and wastewater in
portions ofll.a Paz. Maricopa. Mohave. and Santa Cruz Counties. Currently. the Company operates

"S public water systems. The Companys current water rates were approved in Decision Nos.
78489 and 78546.

In August of 2()2l. the Bureau of Reclamation declared the first Tier l shortage on the

Colorado River Svstem. effective fOr v()'>>. In response. the City of Scottsdale ("Scottsdale")
activated Stage One of Scottsdales Drought Management Plan in the same month. which states.

"Scottsdales commercial and residential till station shall be shut down or restricted at this stage.

Any water hauling operations will cease unless the water hauling customer. whether residential or

commercial. can prove indisputably that the hauled water is being supplied directly to a Scottsdale

resident or business." In October °0"'1. RVFC customers were notified that starting Jarman l.
7023. Scottsdale will no longer allow nor city residents to utilize the Scottsdale standpipe.

On August "6. "'0°2. in l)ocket No. WS-0()()A-"*-0"94 EPC()R indicated they are willing
to provide standpipe services to RVIC.
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IT PC()R proposes the establishment oa certificated service territory to provide standpipe

water service onl) lo the RVF(. l PCOR states in its application that to provide standpipe services.
it will potentially need to acquire land and water rights and install new water infrastructure. all of
which still need to be done. The primary basis of Stallls analysis relies on EPC()Rs proposed
solutions submitted on December 7. '>0)'>. the l!l)(()R Application. and responses to Data
Requests ("DRs") loom Stalland the Rio Verde Communitv Association ("RV(A").

VPR()I'()SEl) S()Ll ll()NS

generic knowled;.e rcuarding water

EPCOR docketed what they believe to be the most feasible solutions to provide water
services to the RVFC on December 7. 7077. Stallconcludes through Companv acknowledgement

that costs identified are true estimates based on 1 l"tcilitv
construction costs. Staff analyzed the Companv's proposed projects and outlined them in Table l.

Proect

Table l. EP(.OR's Pro used Solutions!

EPCOR
Estimated

Cost

$I.000.000
o l

$ I .000.000-
3 I ,500.000I

l
3 $6.000000

55 l 0.000.000

Use of Scotlsdalcs
I n frastruclurc and

Stand i e
Use of Scottsdale's

Infrastructure and to be
built EPCOR Stand i c
lP(()R standpipe to Rio
Verde Utilities' existing

system
Standalone standpipe in the

Rio Verde Foothills area

Trujc'Ll /

According to EPCOR. Project I is only feasible iI Scottsdale agrees. This option involves
utilizing Scottsdales infrastructure and standpipe. EPCOR will deliver untreated water to one of

Seottsdales water treatment plants: Scottsdale will treat the water and wheel it through its system

to its standpipe. FPCOR customers. through water haulers. would then receive water liom
Scottsdale. EPCOR would reimburse Scottsdale fOr wheeling and treatment and. based on
infOrmation from Scottsdale. charge customers fOr water. This option would require minimal
inlrastrueture additions.2

! This is only an estimate fOr the design and construction of the water station and related facilities needed to provide

service.
z Based on responses to STF '. l . projects l and * which utilize Scottsdales existing inlrastructurc are no longer viable

options.
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Pro/ec/ 7

This option is onlv leasiblc il Scottsdale agrees to work with EPCOR. l.ike Project I. this

option relics on Scottsdales treatment and distribution system; however. the standpipe and main

required to serve the RVl( would be constructed and installed by fP(()R. This option eliminates

the need fOr facilities such as tanks and wells. lP(OR would reimburse Scottsdale Tor wheeling

and treatment and. based on infOrmation received from water haulers. charge customers fOr water.
According to EPCOR. a site fOr the standpipe has yet to he selected.

Prnjecl 3

Project 3 does not rely on Scottsdale: instead. a newly constructed standpipe will be
connected to Rio Verde Utilities existing water system. This option will eliminate the need to
build a storage tank or well; however. the existing well that will serve the standpipe will require
arsenic removal in the torm of a treatment plant. in addition. sections olold water mains currently

in service cannot receive additional flows and will need to be replaced. Customers of Rio Verde
lltilities have expressed concern about the lack olwater availability in the area. In its application.

EPCOR ensures that new water will be brought to the Rio Verde Utilities system and replenish.

gallon tor gallon. any water pumped lrom a Rio Verde Utilities well. Like Projects l and °. this
option depends on existing infrastructure to treat and wheel water to the standpipe serving the

RVFC. Per EPS()Rs application. a well and a location has vet to be identified.

I'/ojecl I

Project 4 involves constructing a standalone standpipe and the l"1cilities required lo serve, .
that standpipe. This option would require drilling a new well. storage facility. and treatment plants

if necessary. Per FPC()Rs Application. locations fOr a well and a standpipe have yet to be
identilicd. Alter the application was tiled. Staff issued [)Rs to ascertain whether a location had
been selected. At the time of the Stall Report. the Company had not yet selected a location.
llowever. in response to Staff DR 8.6. the Company stated it had identified a preferred band of

potential sites "outside or on the margins of EPCORs existing Rio Verde Water CC&N service
area that are near llPCORs existing Rio Verde water distribution system."

Further in its Application. the Company states total construction costs of the proposed on-

site and olt-site water litcilities are at least $6.()()0.0008 not including land acquisition. The
Company projects total costs to be as high as Lil" million. depending on build-out. The Company

cannot provide a precise timeline because alternative solutions are being explored. in response to
Sta1T DR 3.5. the Company indicated that the timeframes are expected to be within the "4-to-86-

month period noted in the application. The Company lurther provided an estimated timeline of 12

to 18 months fOr land acquisition. design. permitting. utilities and another 12 to 18 months fOr
procurement and construction. The proposed facilities will be funded through existing debt/equity

financing. At this time. Staff does not have adequate infOrmation to make a determination as to
the reasonableness olthe project costs or construction timelines.

3 This estimated cost is only ter the design and construction of the water station and related facilities.
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DESCRIPTION OF THE WATER SYSTEM

lucililie.r rea/uiretl

In response to Stalls DR 3.6(b) the Company outlined the potential facilities required to

serve the RVlC. StalT has tabulated the response below.

Table 2. Potential Facilities Rec uired

New well versus an existing well

Booster pumps and storage

I_

Electrical Service

Water treatment

Standpipe Site

Water delivery pipe(s)

[f an existing well can be brought into service,
or n well that is out of service can be
reactivated. it would eliminate the need to drill
a new well

As necessary based in location of source water

(e. v.. well) to delivery pint.
Depends on site selected and infrastructure
required. ll` able. the ability to leverage an
existing well. system pressure and storage
volumes would reduce the need for new
electrical service.
The source water quality for the standpipe will
determine whether any additional water
treatment will be needed, such as arsenic
removal and chlorination
A level site large enough lo handle vehicle
traffic exiting an existing road. where trucks
can till up with water. tum around safely. and
satCly re-enter trallic. The potential need fOr a
storage tank. booster pumps. a well. and water

quality treatment will also influence the size of
the site. During operating hours. the site will
require some fencing or a block wall to provide

site security and access control. The site will
almost certainly have automated entry and exit

gates. To handle the trallie of heavily laden
water trucks. the site will need to be graded,
designed fOr proper drainage. and most likely
awed.

Some type of water till couplings and/or drop
hoses will be needed to transfer water to trucks

and trailers. ()n-site valving will be necessary
to regulate the flow rate of water from the

distribution system to the trucks.
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Billing Kiosk

SCADA Telemetry

Some type of automated billing kiosk. such as
0 keypad with remote telemetry. will be
l€L uired.
Sensors. flow meters. alarms and associated
communications equipment will need lo be
integrated into a Supervisory Control and Data

Acquisition System to allow EPCOR to
remotely monitor the proper functioning olthe
stand i e

Ill//cr Uvc'

Currently. there is no water infrastructure serving the RVFC. Further. EPCOR estimates

the RVFC annual water use is l 50~acre feet or 48.877.000 gallons. Table 3 below outlines
ll)C()R's understanding of water use in the RVFC area lrom "()l 0-2(P l .

Year

I

2020

2021

Avera e Annual Use

Table 3. RVFC Water Use*

Volume Acre Feet
92.4
l 16.6
l 17

109

GROWT H

Tvpically. Staff projects a svstems customer growth using regression analysis on data
submitted to the Commission in in Companvs annual report: however. because a CC&N docs not
exist fOr the RVlC. Stals cannot project customer growth. Instead. Staff must rely on the
Companvs application. Per EP(()Rs application. the Company proposes to limit standpipe use
to only those water haulers and individuals serving homes within the area described in the
Companys application. constructed on or bette Januaiw l. 70°-l. Based on this statement.
residents whose homes are built alter .lanuarv I. °()"4. will not be able to obtain water services
lrom EI'(()l{s standpipe. The cutolTdate was proposed because HPCOR has expressed concern

over procuring water resources outside olthe projected IS()-"OO-acre feet the RVFC will utilize.
The .lanuarv l. "0"4. cutolTdate will ensure only residents afleeted by Seottsdales termination of

standpipe service on January l. °0°3. will have access to FPS()Rs standpipe. in its application.

El'(()R states it does not have an estimate of the number olresidentiaI customers that will utilize

standpipe water service. Based on Stallls discussion with EPCOR and Scottsdale. Stallestimates

Seousdales standpipe is currently serving approximately 500- l .000 customers.

* Figures based on EPCORs response to RVCA l . l  I (a).
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l)l1BLI(.` INTEREST CONSIDERATION

While StalTcannot veril the cost estimates and other ligules provided by EPCOR in their

application. StalTrecognizes that the endeavor is in its initial stages and that the Company is going
above and beyond to find a solution fOr a community lacing a water crisis. StalT believes it is in
the public interest br lP(OR to provide standpipe services to the RVFC. given its history of

providing similar services to the Desert llillsMe\v River water station. Stalleoncludes l 2P(()R is

technically and managerially tit to provide standpipe water service to the RVFC. Given that no
other C`ompanv or party has proposed a solution to provide water services to the RVFC. Stall

recommends that a C`(l&N fOr standpipe service be approved contingent on the submission olthe

inlbrmalion outlined in A through D.

A. The Company submit a complete description of the facilities to be constructed.
including an engineering report with specifications in sulliciem detail to describe
the water system and the principal components of the water system (e.g.. source.

storage. transmission lines. distribution lines. etc.) and verification that the
requirements of the Commission and the Arizona Department of Fnvironmental

Quality are net within 12 months of Decision in this matter.

B. The estimated total construction cost of the proposed offsite and onsite taeilities.
including documentation lo support the estimates. and an explanation of how the

construction will be tinaneed within I" months of a Decision in this matter.

Q
An Approval to Construct fOr the proposed facilities that will he installed within 18

months ola Decision in this matter

D. A copy of a Phvsical Availability Determination. Analysis of Adequate Water

Supply. or Analysis olAssured Water Supply issued by the Arizona Department of
Water Resources fOr the proposed service area within l" months of a Decision in

this matter.

Staff believes it is reasonable and in the public interest fOr FPCOR to submit the
information outlined in A through D given the lack of' information surrounding infrastructure
required to serve RVFC. construction costs. and water availability.

orlll-:tt ISSUES

D0ML'.\IiL II ula Imprn\wm'nI DiAITiLl I "/)f l ID "I

In anticipation oIScottsdales standpipe restriction. some residents olthc RVFC attempted

to term a Domestic Water Improvement District ("DWlD") to secure an alternative water supply.

The Maricopa County Board olSupervisors voted against the lbrmation of the DWII) on August

31. )0)"». As part of their Application. the DWII) compiled detailed cost infOrmation fOr a
complete standpipe water system to provide water service to the RVl(. Stall has presented the
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inlormation in Table 4 lo help inform relevant parties of the potential costs associated with
delivering standpipe water service to the RVFC.

Unit Total Cost
Gravel Drivewa LS

LS

LS

Table 45. Estimated Cost of a Com Iete Stand i e Svstcm

Unit

Cost
$20000
50.000

15.000

$20000
50.000

15.000

»

4
8

548

3

LS
Le

FA

LS

25.000

275
l I 5.00()

55.000

25.000
150.700

845.000

55,000

LS 50,000 50,000

LS 12%I

I

Grading &

Drains e

CMU Wall

Fill Station

Booster Station
Flow Point

S stem

Taxes, Bonding,
Permittin

35% Contin enc

Sub Total

Lands

85'>9()

278.600
l .074.5<)0

500.000

l
I
_

EA 525.000
|

525.000

183.750

708.750I

175K Tank

35% Contin enc

Store e Total

Complete Build

Total 52,283,340

Table 4 includes cost infOrmation fOr infrastructure and land only. This cost estimate was

generated by Gl ID. II professional engineering firm that designed Scottsdales current till station.

As of December 21. °()°2. the estimated costs presented in table 4 are accurate. This estimate is
fOr II water system containing three commercial till stations. 500-600 gallons per minute pumps.

and a l 75.000-storage tank.

C u.vl

In response to RVCA l.-l which inquires il EP(()R is opposed to a Tarilied lee analogous

to a hook up lee that would be paid by persons seeking water service to lund the required
infrastructure. EI'(()R states that it is not proposing a hook up lee since the Companv is not
proposing to extend traditional water service. The Companv has proposed a standpipe water rate

5 This conceptual estimate of probable construction cost is based on information provided bv Rio Verde Dwll) board

members and previous construction bids fOr similar work. GI II) has no control over changes in market conditions.
such as material and labor costs. that may impact the accuracv of this estimate.
" Estimate based on °.5-acre parcel of land.
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ol$*0 per l.000-gallons. subset to true up. Therefore. the RVFC residents would be paving jin
infrastructure associated with standpipe service. El)(()R states that it does not have a position on

whether a Tarilled lee in addition to the $70 per 1.000-gallons is necessary.

Further. StalT requested the Companv provide the cost of constructing a full distribution
system that would provide traditional water service to the RVFC residents based on the rationale

that a long-term solution is needed. In response to Statl DR l.l. the Companv indicated the cost

of constructing a water distribution system and providing traditional service could exceed $140
million.

I I filer .l iwilulrilil.\

Customers of Rio Verde Utilities have expressed concern over potential utilization of Rio

Verde Utilities water due to low water supplies. FI'(()R in its December 7. "0"". tiling stated
that any water used by RVI( will be replenished gallon fOr gallon by obtaining existing eilluent

Long-Term Storage Credits ("l.TSCs") within the Phoenix Active Management Area ("AMA").
RVFC-Standpipe will then recover the LTSCs within the area of hydrologic impact olthe place of
storage and provide those to the Sun C`it_v system who will in exchange provide an equivalent
volume of Central Arizona Project ("CAl"") Municipal and Industrial priority water to the RVFC

Standpipe tor delivery via anticipated place of use. According to EPCOR. this provides
advantages to both the RVS(-Standpipe system as a long-term renewable water supply and allows

the Sun Citv system to more directly use its CAP allocation by shitting a portion of its CAP
allocation to recovery by RVFC-Standpipe within the area olhvdrologic impact via the exchange
instead of recovery using native groundwater. This preserves the local aquifer tor the Sun City

system. Permits and agreements are under draft and review by relative agencies.7

l.CONCLL SIONS

I . EPCOR is a Class A water utility that provides public utility water and wastewater

in portions oLa Paz. Maricopa. Mohave. and Santa Cruz Counties.

2. On August 26. 20"2. in Docket No. \lVS-()()()A-"2-0294 FPCOR indicated it is
willing to provide standpipe services to RVlC.

3 . FPCOR proposes the establishment of a certificated service territory to provide

standpipe water service only to the RVFC.

4. The primary basis of Statlls analysis relies on EI'C()Rs proposed solutions
submitted on l)ecember 7. 20°°. the lPC()R Application. and responses to data
requests lrom Staff and the Rio Verde Community Association.

7 Per response to STF ".5.



FPCOR Water Arizona Inc.

Docket No. W-01303A-22-0"64
Page 0

5. StalT concludes through Companv acknowledgement that costs idenlilied are true
estimates with little to no intimation beyond generic knowledge regarding water
facility construction costs.

6. The proposed facilities will be lttnded through existing debt/equitv linaneing.

7. At thistime. StalTdoes not have adequate infOrmation to make a determination as

to the reasonableness of the project costs or construction timelines.

8. Currentlv. there is no water infrastructure serving the RVFC.

9. FBased on Stalllls discussion with PCOR and Scottsdale. Staff estimates

Scottsdale's standpipe is currently serving approximately 500- l .000 customers.

lo. Stall believes it is in the public interest fOr EP(()R to provide standpipe services
to the RVF(. given its history of providing similar services to the l)esert l fills/New

River water station.

I I. StalT concludes FP(l(.)R is technically and managerialh lit to provide standpipe
water service to the RVFC.

l lRlCCO\'l\'lENDATI()NS

1. SlalT recommends that a CC&N fOr standpipe service be approved contingent on

the submission olthe information outlined in A through l).
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MEMQBAEQQM

TO : Vicki Wallace
Executive Consultant
lltilitics Division

FR()M: l.uis Carranza
Public Utilities Analyst
Utilities Division

DATE: March 8. 20"3

RF: iN THE MAl"lVR OF THF APPl.l(ATl()N oF [l>coR WAllR ARIZONA.
INC.. AN ARIZONA CORPQRATION: (I ) l()R APPROVAL OF ITS
PROPOSFD STANDPIPI* WATFR TARIFF: ANI) U) ISIABLlSllMENT or A
CERlllICAlE OF CONVtQN1VNCE AND NIT(1irgSIlY l()R STANDPIPE
WATFR 81:RVl(1: ONLY TO llll: RIO VERDE l"()()ll IILLS Q()M]v1LlN1ly.
DOCKET no. w-0I803A-°2-0264

lNTR()l)l(TI()N

On October 18. "0°2. ITPCOR Water Arizona. Inc. ("EPCOR" or "Companv") tiled an
application with the Arizona Corporation Commission ("ACC" or "Commission") for approval of
a limited Certificate of Convenience and Neecssitv ("CC&N") and tarill to provide standpipe

water service to the Rio Verde Foothills Communitv ("RVFC").

WATER STANl)l'll'E TARIFF

( nmlu1/Ir Pru/J0.su/

. C

EPCOR is requesting Commission approval of a new CC&N for the sole purpose of
providing standpipe service to the residents of the RVFC. The Companv proposes a flat volumetric

rate of $70.00 per l.0()() gallons (k-gal). EPCOR proposes to seek a true-up of any under/over

recovery of costs of service. when the actual costs are known and the standpipe becomes
operational. or when the standpipe is consolidated with a larger FPC()R water district. lhc

Company contends that as a condition of providing standpipe service to the RVI residents. that

the Commission spccilv in an ordering paragraph that the standpipe be consolidated with

EPC()Rs larger Sonoran Water District (or its successor district) at the conclusion of its next
general rate case."l The Companv contends that its requested ordering paragraph is neccssarv to
mitigate the financial impacts welbeing unable to lulIv recover its capital investment in the proposed

standpipe. in the event many residents of the RVFC opt not to take service from EPCOR.

' Application. page -L line I".



The Company provided Stall` with a revised tarill page showing revised terms and
conditions on March 8. °()°3. to rcllect the changes discussed in its supplemental response to data

request STF ".7. The Company is proposing the fOllowing terms and conditions:

I. Establish an account through the application process with FPCOR and pay for
water at the tarilTrate. Each RVFC community resident who establishes an account
for water standpipe service lrom FPCOR to receive hauled water will have their
own account with lP(()R. ()nlv RVI2( residents who meet the terms and
conditions olthe tariltand any other established criteria will he able to establish an

account.

3 Only take water under this tarill fOr use in a home in the RVIC area that is built as

ol.lanuzu\ l. "0"-l.

3. Secure delivery of water sold under this tarill lrom a Water hauler that is in
compliance with all applicable Arizona laws / rules / standards fOr hauling potable

water. Resident agrees to use only those Water llaulcrs with all l1CCCSSZll\ permits.
approvals and authorizations for water hauling. if such permits. approvals or
authorizations are reqired by Federal. State or local law or regulation. Water
llaulers will not introduce ill]\ hazardous Substance (meaning any substance.
chemical or waste that is identified as hazardous. toxic. or dangerous under any

federal. state. or local law or regulation) at the Water Hauling Facility property.

4. The water sold under this tariff will be delivered by a third-party Water hauler that
is not affiliated with EPCOR. EPCOR is not liable to any customer or third party
for any Water llaulers actions or inactions arising lrom the delivery or use olthe

water purchased lrom FP(()R. Resident agrees. as a term and condition oI service

that FP(()R will not be responsible fOr the quality of the water (e.g. that the water

is potable) once it leaves the Water Hauling Facility and that the Resident and /or

the Water hauler resident chooses to utilize are solely responsible fOr the safety
and the quality of the water delivered.

5. Anv resident with an account with El)C()R agrees that it will not. under anv
circumstances. authorize its Water hauler to provide water jin use outside of the

RVFC. or else Residents account will be subject lo termination. EPCOR further
reserves the right to terminate a customers account il the amount olwater received

from the standpipe under the customers account exceeds twice the median monthly

residential usage in the RVFC fOr more than two months in anv given calendar year.

6. In addition to the collection of this tarim rate. the Companv will collect from its
customers a proportionate share of Zell\ privilege. sales or use tax per Commission

Rule l 4-"-40')(D)(5).

Z A "Water Hauler" is either: ( I) a vendor or provider that distributes potable water for resale to end users be tank

truck or trailer; or (>) is an individual who is providing potable water fOr his or her own purposes (and is not providing
or reselling the water to am other individual or entity) through use of personal equipment to deliver water to his or
her propenv.



7. All accounts for the RVFC residents will he prepayment accounts. where such
resident agrees to prepay lo receive water standpipe service from the Water pauling

lacilitv. Prepay accounts will not be subject to deposits. late lees. disconnect lies.
and reconnect tees. Accounts must be prepaid via an online customer portal.
Residents may apply lunds to their accounts as many limes per month as they
choose.

8.

discontinuance of service will continue only so long as reasonably

The Companv may curtail. restrict or temporarily discontinue the provision olwater
at the Water Hauling Facility under the rules and regulations of the Arizona
Corporation Commission. anv applicable Company tariffs governing u aler service.

or as otherwise permitted by law. Anv such curtailment. restriction or temporary

necessary. lhc
Company will provide notification of the particular circumstances and the
estimated length of time during which service will be curtailed. restricted. or
temporarily discontinued. and will make reasonable efforts to resume the provision
of water as soon as possible.

9. Access to the Water pauling Facilitv is only within designated hours (between the

hours of 7:00 a.m. and 6:()0 p.m.) and only through those points designated
specifically br access by Water I laulers. Attempts to gain access during
undesignated hours, or attempting access through anv points not specifically
designated fOr access. is not permitted. and doing so may result in the cancellation
of the customer and/or Water hauler accost of the person making the attempt.

Siu/f.f/lu/\.vi.v

StatT has reviewed the Companys application br a new standpipe C(&N and notes that

the Company has not provided the financial inlbrmation typically required in a new CC&N

application. Arizona Administrative Code ("A.A.C.") RI4-"-40° requires Applicants fOr a new
CC&N to provide certain financial information to enable the Commission to evaluate the
reasonableness of the proposed new tarill rates for service. The financial inlbrmation required
includes the estimated lc\cllllcs and expenses tor the first live years allowing approval of the
application. and the estimated value olthe utility plant in service for the first live years fOllowing

approval oI the application. Stall recognizes that the Companvs inability to provide the financial

infOrmation is due to the unique circumstances otthis case. Fl'C()Rs application seeks to address
an emergency situation. and because of this. the application was tiled belbre plans for providing

service have been finalized. Ihus. the financial infOrmation tvpicallv available in a C(&N
application is simply not available here. These unique factors led the Commission to waive some

of the infOrmation required to be provided under RI4-7-40"(B)(5) in Decision No. 78771.

In response to Staff Data Request SlF 8. l. the Company provided support fOr its proposed
$70.00 per l.()00 gallons rate. bv assuming an original cost rate base ("O(RB") of $5.00().()()()
(including land acquisition cost of $l.000.0()0). and a rate of return of 6.67 percent. EPCOR
projected total annual revenue of $09L845 and estimated animal usage of -18.877.650 gallons.

which results in a standpipe surcharge of $70.35 per l.()00 gallons (Sec Schedule LAC-I ). Staff

notes that the Company did not conduct an engineering analysis and its calculation is based on



certain assumptions. such as being able to build on existing infrastructure. FP(()R indicates that

il it becomes necessary to build al stand-alone infrastructure. its projected standpipe costs could be
much higher.

Stallis unable to determine the reasonableness of the Compan}"s proposed standpipe rate
of' $20.00 per 1.000 gallons at this time. because lP(IOR has not provided Stall with the detailed

financial inlbrmation necessary to make such a determination. However. l£P(()Rs proposed true-

up provision provides the Company and the RVFC an opportunity to resolve an potential under

or over-recovery olactual costs olsenicc. Based on these facts. Stals recommends Commission
approval of the Companys proposed standpipe rate of $°0.00 per l.()00 gallons. subject to the

true-up discussed herein. Staff recommends a C`(&N contingent on submission and approval o1

the allowing infOrmation. no later than 18 months after the elective date of a Decision in this

proceeding:

I. The applicants estimated revenue and expenses br the first live years lollo\ving

approval olthe application.

) The estimated value olthe applicants utility plant in service fOr the first live years
allowing approval ollthe application.

Staff recommends approval ot the Companvs proposed terms and conditions with the
exception ollthe second condition. StalTrccommends denial otthe Companvs condition limiting

water use toonly those homes constructed hetbre .lanuarv I . *074. as discussed lurther in this StalT

Report.

( of1.voli¢/ation

EPCOR has requested an ordering paragraph pre-authorizing that its proposed standpipe
C`C&N be consolidated with the larger Sonorant Water District at the conclusion of the next general
rate case. The issue of whether consolidation is appropriate is typically analyzed in the context of

a rate case. where all the relevant facts and evidence are presented. including the potential bill

impacts that consolidation would have. As noted. the Companys application lacks the financial

infOrmation typically provided in C(&N applications. TherefOre. StalT recommends that
consolidation of the proposed standpipe CC8;N be considered in the context of the next Sonorant

Water l)istrict rate case. where Stallcan analyze the requisite linaneial information.

Ruxpo/1.w.' In ( o/n/ni.v.vioncr ;\ick .l [veI.v Loller

Commissioner Mvers Letter tiled in the docket on February ) "0°8. asked all parties to
address "what are the other actions the Commission could take. other than approving
consolidation. that would provide ll'COR the certaint_v that it will recoup its investment related to
providing standpipe water service to the RVF(""

StalT notes that utility companies are never guaranteed that thcv will recoup their
investments. they are only provided the opportunity to recover. lhcretore. StalT is not aware of



any solution that would provide EP(.()R certain that in "ill recoup its investment related to
providing standpipe water service to the RVFC.
(.tONCL1 slowsl l

l . FPCOR has signilicam history oletleetively operating utilities in Arizona. Staff
believes that EPCOR has the managerial and financial capacities to out and
manage the proposed standpipe.

2. Staff cannot make a determination with respect to the consolidation of the Rio
Verde Foothills standpipe CC&N "ith the Sonoran Water District outside the
context of a rate case.

3. l)ue to the unique circumstances of this ease. Staff lacks the financial information
necessary to make a determination as to the reasonableness of the Companvs

llowever. StalT believes the true-upproposed $70.00 per 1.000 gallons rate.
provision will prevent under or over-recoverv

RECOMMEND mossI l

I. Stall recommends approval of the Conlpanys standpipe C(&N application with
the conditions that it provide StalTwith the following. no later than 18 months alter

a Decision in this proceeding. br Stall review and approval:

a . The applicants estimated revenue and expenses fOr the first live years
lbllowing approval olthe application.

b. The estimated value of the applicants utility plant in service fOr the first
live years fOllowing approval olthe application.

7 Stall recommends approval of the Companvs proposed standpipe rate of $°().00

per 1.000 gallons. subject to annual true-up.

3. Stall recommends that consolidation of the proposed standpipe C(&N be
considered in the context of a rate case.

~i. Staff recommends that a cost-ol-service analysis be conducted once actual costs of

installing and operating the standpipe become known and measurable and for true-
up olovcr or under-recovcn of the cost ofservice.



Schedule LAC1EPCOR Water Arizona Inc.

Rio Verde Foothills Standpipe

Computation of Revenue Requirement and Water Rate

Line

M
Plant in Service

2020 Water Rate Case

ROE . 8.93%

rA1

$4,000,000

Land 1,000,000

Required Operating Income 333,500

Required Rate of Return 6.67%

Operating Income Deficiency 333,500

Gross Revenue Conversion Factor 1.35

Increase in Gross Revenue Requirement 451,056

1
2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

Add: Cost of Water ($S93/AF-Yr 1)

Water Treatment Costs ($1.891S per legal)

Wheeling Fee (50.45 per legal)

Operating Expenses

Maintenance Expenses

Depreciation Expense

88,950

92,452

21,995

135,391

5,000

200,000

17

18

19

20

21

22

23 Total Revenue Required $994,845

Estimated legals per month based on 150 acre feet per year 48,877.65

Rate per Kgal (Line 23 / Line 25) $20.35

24

25

26

27

28


